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Weekly market watch  
 
As at Friday May 4, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  29926.50 (354.17) 0.02% 21.24% 
India  BSE 30 34915.38 (54.32) 2.52% 15.90% 
Japan  Nikkei  22472.78 4.91 (1.28%) 15.57% 
Singapore  STI  3545.38 (31.83) 4.19% 9.81% 
South Korea  KOSPI  2461.38 (31.02) (0.25%) 9.82% 
Taiwan  WSE 10529.37 (24.06) (1.07%) 5.64% 
Shanghai     COMPOSITE 3091.03 8.80 (6.54%) (1.16%) 
Europe 
France  CAC  5516.05 32.86 3.83% 2.67% 
Germany  DAX  12819.60 238.73 (0.76%) 1.36% 
Italy  FTSE MIB  24335.02 407.41 11.36% 14.95% 
Russia  RTSI  1146.61 (20.51) (0.68%) 5.88% 
UK FTSE 100  7567.14 64.93 (1.57%) 4.40% 
Americas 
Brazil  IBOV  83118.03 (3326.63) 8.79% 28.14% 
Mexico  IPC  4692.17 (1292.44) (4.79%) (4.09%) 
Nasdaq  CCMP  7209.62 89.82 4.44% 18.67% 
US  S&P 500  2663.42 (6.49) (0.38%) 11.46% 
US   DOW  24262.51 (48.68) (1.85%) 15.80% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.4000 1. 4450 1. 3680 1.1160 
10 Year OAT 0.7820 0. 7960 0. 7220 0.8290 
10 Year Bund  0. 5440 0. 5710 0. 5000 0.3940 
10 Year Japan 0. 0450 0. 0670 0. 0450 0. 0210 
10 Year Treasuries  2. 9497 2. 9568 2. 8027 2. 3541 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.75 4.25 4.00 
Canada  3.45 3.20 2.70 
Japan  1.48 1.48 1.48 
Britain  0.50 0.50 0.25 
ECB  0.00 0.00 0.00 
Switzerland  0.50 0.50 0.50 
Australia 1.50 1.50 1.50 
Hong Kong  5.25 5.25 5.25 

% change is for indication only; local currency except where stated. 
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Equity Markets 
US 

– U.S. stock indices rebounded Friday, led by Apple and Berkshire Hathaway, after legendary investor Warren Buffet said 
he had purchased 75 million shares of Apple in the first quarter. Still, two of the three main U.S. indices posted small 
declines on the week on some lackluster earnings reports and data indicating some slow in the U.S. economy. The Dow 
Jones Industrial Average (DJIA) ended Friday up 1.4% at 24,262.51 but was down 0.20% for the week. The S&P 500 
rose 1.3% Friday to 2,663.42, but was also down 0.24% during the week. The tech heavy Nasdaq, however, jumped 
1.7% on Friday to 7,209.62, allowing the index to post a 1.26% gain for the week.  

– U.S.-China trade negotiations in Beijing on Thursday and Friday failed to make much progress, with both sides making 
new sweeping demands on the other. The U.S. called for a $200 billion reduction in the bilateral trade deficit – twice the 
reduction demanded only a few months ago -- as well as reductions in Chinese import tariffs to U.S. levels, elimination of 
limits on U.S. ownership of companies doing business in China and a sharp reduction in subsidies for domestic tech 
industries, among other things.  The Chinese demanded that the U.S. recognize China as a market economy – which 
would reduce the ability of the U.S. to impose import restrictions – eliminate the ban on certain U.S. high-tech exports 
and eliminate reviews of Chinese investments in the U.S.  The official Xinhua News Agency said that the two sides had 
reached consensus on a few issues but were far apart on others. U.S. President Donald Trump tweeted Friday that he 
would confer with the U.S. delegation before decided on the next step in the looming trade war.  Making the issues more 
urgent from Trump’s point of view, the U.S. trade deficit with China rose 16% to $91 billion in the first quarter, according 
to U.S. government data released Thursday.  

– On the eve of the May 1 deadline for implementation of tariffs on imported steel and aluminum, U.S. President Donald 
Trump extended the exemption for the European Union to allow for continued negotiations on a permanent waiver.  The 
EU has threatened to impose counter tariffs on $3 billion of U.S. imports if the steel and aluminum tariffs are 
implemented.  Canada and Mexico were also exempted while negotiations to revise the North American Free Trade 
Agreement (NAFTA) are underway.  

– Tech bellwether Apple Inc. reported strong results Tuesday, allaying fears about a slowdown in smartphone sales in 
general and its flagship iPhone X in particular.  Revenues at the world’s most valuable company grew 16% to $61.1 
billion, with profits jumping 25% to $13.8 billion.  Revenues from iPhone sales rose 14% to $38 billion, as a higher 
average price offset a modest 3% gain in shipments. Revenues from its service businesses jumped by nearly a third to 
$9.2 billion.  The company also predicted revenues of between $51.5 billion and $53.5 billion in the current quarter, 
which would represent a strong double-digit increase from the year-earlier period.  Apple also announced a $100 billion 
stock buy-back plan and lifted its dividend, cheering investors.  

– Warren Buffet’s Berkshire Hathaway reported Saturday that operating earnings jumped 49% to $5.3 billion in the first 
quarter, as the conglomerate’s re-insurance unit returned to profitability and its railroad, utility and energy division posted 
a strong gain.  Profit was also boosted by lower tax rates from U.S. federal tax reform. However, due to new accounting 
rules, Berkshire was required to report $6.4 billion in unrealized profits and losses in its investment portfolio, resulting in a 
paper loss of $1.1 billion.  

– T-Mobile agreed to acquire Sprint in a $26.5 billion all-stock deal on their third attempt at a merger, the companies 
announced April 29. T-Mobile, America’s third largest mobile telecom company owned by Germany’s Deutsche Telekom 
AG, and Sprint, America’s fourth largest mobile carrier owned by Japan’s SoftBank, hope the merged companies can 
better compete with Verizon and AT&T, the largest U.S. carriers, for development of new 5G networks. The Federal 
Communications Commission will have to approve the deal.  

– T-Mobile reported better-than-expected results on Tuesday, with revenues rising to $10.5 billion, up 9% from a year 
earlier and above expectations for a gain to $10.4 billion.  Net income fell to $671 million from the $698 million year-
earlier total that was boosted by a tax gain.  The net income per share of 80 cents was above expectations for 69 cents.  

– Boeing Inc. announced Tuesday that it would buy U.S. aerospace parts and service company KLX for $4.25 billion, 
including about $1 billion in debt.  The deal is the company’s latest push into services since the creation of the Boeing 
Global Services division last year.  

– Hewlett-Packard won a major victory Monday in its claim that it was defrauded when it bought UK software firm 
Autonomy in 2011.  Autonomy chief financial officer Sushovan Hussain was convicted in U.S. federal court in San 
Francisco on all 16 counts of wire and securities fraud brought against him.  HP paid $10 billion for Autonomy but had to 
write-off most of that investment due to what it claims was a major inflation of the software firm’s earnings prior to the 
sale.  HP is also suing Autonomy founder and former CEO Mike Lynch and CFO Hussain for $5 billion in a UK court case 
expected to be heard next year.  

– Fast food giant McDonald’s reported better-than-expected earnings on Monday, helped by changes in its menu.  Global 
same-store sales rose 5.5% in the first quarter compared to the year-earlier period, the same growth rate as in the fourth 
quarter and above analysts’ expectations for a 3.8% gain.  
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– Marathon Petroleum has agreed to buy fellow oil refiner Andeaver for $36 billion, with the merger creating the largest 
U.S. petroleum refining operation.  The merger of the third and fifth largest U.S. refiners will control 15% U.S. refining 
capacity.  The companies believe that their differing geographic footprints – Marathon operates mostly in the eastern 
U.S. and Andeaver mostly in the west -- will help them avoid antitrust restrictions. 

– Tesla’s share price plunged Thursday even though it reported better-than-expected revenues and earnings in the first 
quarter, as tempestuous comments by CEO Elon Musk on a conference call with analysts left investors worried about the 
pace at which the company was using up its cash reserves.  Tesla spent more than $1 billion of its cash reserves for the 
third time in the last four quarters, raising questions about whether the company would need additional funding this year. 
Musk dismissed concerns that further funding would be needed, saying his company would overcome production 
troubles with its new Model 3 and become cash flow positive in the third quarter.  

– Agriculture giant Archer Daniels Midland reported better-than-expected earnings in the first quarter, boosted by tax law 
gains. Adjusted earnings rose 13% to 68 cents a share, above expectations for 49 cents.  The company said it 
processed record volumes of soybeans in North and South America in the quarter.  

– U.S. pharmaceutical giant Merck & Co. announced Tuesday better-than-expected sales in the first quarter and raised its 
revenue forecast for the full year.  First quarter revenues rose 6% to $10.0 billion, in line with expectations, while 
adjusted earnings rose nearly 17% to $2.84 billion, above expectations of $2.70 billion. The company also raised its full-
year revenue forecast to between $41.8 billion and $43 billion, due to a boost from foreign exchange rates.  

– Pfizer posted weaker-than-expected first quarter revenues but adjusted earnings were above expected.  The 
pharmaceutical firm’s revenues rose only 1% to $12.9 billion, against expectations for a rise to $13.1 billion.  However, 
adjusted earnings were 77 cents, against expectations for 74 cents.  

– Insurance giant AIG reported disappointing earnings on Wednesday. Profits fell for the sixth quarter out of the last 10, as 
its payouts for natural disasters exceeded expectations.  The company reported $376 million in disaster losses in the first 
quarter, which pushed down its adjusted earnings to $1.04 per share, well below expectations of $1.25.  

– Kraft Heinz reported Wednesday that net sales fell 0.3% to $6.3 billion in the first quarter, as a sales slide in the U.S. 
offset gains in the rest of the world.  Net income attributable to common shareholders rose 1% to $993 million, due in 
part to the positive effects of U.S. tax reform.  

– Media group CBS reported better-than-expected revenues and profits in the first quarter and projected record profits for 
the full year. Net income rose to $511 million from $454 million in the year-earlier period, well above expectations for a 
gain to $457 million.  Revenues rose 13% to $3.76 billion, above the $3.64 billion that analysts had forecast.  The results 
came as CBS, controlled by the Redstone family, weighs whether to continue its attempt to buy back sister media 
company Viacom, which the family also controls. 

– Fast food company Shake Shack reported above-expected earnings in the first quarter, allowing it to raise its full-year 
outlook.  Revenue rose 29% to $99 million, while net income rose 13% to $3.5 million.  

– Iconic U.S. guitar maker Gibson filed for Chapter 11 bankruptcy on Tuesday, weighed down by $500 million in debt. 
Under its reorganization plan, the company will close or sell its overseas electronic business to focus on its core guitar-
making and audio business.  

– Chinese ecommerce giant Alibaba’s fourth quarter results beat expectations, with revenues mushrooming 61% to 
RMB61.93 billion ($9.87 billion). The New York-listed company projected that overall sales would rise 60% this year, 
though it reported that its margin fell to 15% from 25% a year earlier.  Moreover, Ant Financial, its payments arm that it 
hopes to list this year, lost money as it invested heavily in technology to compete with Tencent for payments market 
share in China.  
 

UK 

– The FTSE 100 rose 0.86% on Friday to 7,567.14, pulling the index into positive territory for the week, up 0.87%. Most of 
the week was dominated by continued concerns about Brexit and data showing a marked slowdown in the British 
economy.  

– J Sainsbury, Britain’s second-largest grocery retailer, announced Monday that it had agreed to take control of Walmart-
owned UK discount retailer ASDA in a 15-billion-pound deal, including debt. Sainsbury will control the merged entity 
while Walmart will get a 42% stake in the combined companies as well as a payment of 3 billion pounds. The new firm 
would be able to better compete with market leader Tesco, discount retailers Aldi and Lidl, as well as ecommerce firms 
like Amazon.  But by controlling almost a third of the UK grocery market, the merger will be closely examined by British 
competition authorities.   

– Shares in HSBC Holdings Plc fell Friday despite the announcement of a $200 billion share buyback plan after the bank 
reported that costs rose faster than revenues in the first quarter.  Adjusted revenue rose 2.5% to $13.9 billion but 
adjusted costs rose 8%, causing profits to fall 2.9% to $6 billion.   

– International Airlines Group (IAG) reported Friday that first quarter profits soared 75% from a year-earlier to 280 million 
euros, well above expectations, even though fuel costs rose 10%.  Revenues for the owner of British Airways grew 2.1% 
to 5.02 billion euros, with passenger numbers rising 8.5% to 23 million.  The company made no mention of the stake it 
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bought in Norwegian discount carrier Norwegian Air last month.  Norwegian Air has rejected two of IAG’s takeover bids, 
saying they undervalued the carrier.  

– Shares in advertising and public relations giant WPP rose on Monday after it reported that its like-for-like sales declined 
only 0.1% in the first quarter, better than the 1% drop expected.  Still, the company faces challenges ahead from on-line 
advertising and in its search for a new CEO.  

– Royal Bank of Scotland announced Tuesday plans to close 162 branches and lay off some 800 employees in England 
and Wales on top of a plan announced in December to close 259 branches.  The cost-cutting move is the latest attempt 
to improve profitability at RBS so that the government can dispose of its 71% stake.  

– London-listed Swiss mineral and metal trading giant Glencore said Thursday that its full-year earnings would be at the 
top end of a $2.2 billion to $3.2 billion guidance range. The good outlook comes despite troubles in its relationship with 
Russian aluminum producer Rusal as well as its copper and cobalt mining operations in the Congo.   

Europe (ex. UK) 

– Europe's Eurofirst 300 index rose 0.66% on Friday to 1,518.67, propelling the index into the black for the week with rise 
of 0.65%.  The week’s movement was dominated by weak bank earnings results and signs of weaker European growth.   

– French bank BNP Paribas reported lower revenues and profits in the first quarter, hurt by the strong gains made a year 
earlier. Overall revenues were down 4.4% to 10.8 billion euros, led by a 10% drop at its corporate and institutional bank 
unit due to market uncertainty.  

– Société General reported first quarter net income rose 13.8% from a year earlier to 850 million euros, but revenues fell 
2.8% to 6.3 billion euros.  Trading revenues in fixed income, currencies and commodities plunged 31%, while equity 
trading revenues fell 11%.  The company set aside 2.3 billion euros to cover the potential costs of several disputes.  

– AccorHotels agreed to buy Moevenpick Hotels and Resorts from Saudi Arabia’s Kingdom Holdings for 482 million euros 
in cash, the French firm announced Monday.  Moevenpick operates 84 hotels in 27 countries and plans to open 42 more 
hotels by 2021.  

– Air France-KLM posted a loss of 110 million euros in the first quarter, up from a shortfall of 33 million euros in the year-
earlier period, as continuing strikes took their toll.  The strikes’ impact mean that full year 2018 results will be significantly 
below those of the year before, the airline said.  Airline CEO Jean-Marc Janaillac announced Friday he would resign after 
union workers rejected the latest contract offer.  

– The share price of music streaming service Spotify dropped in after-hours trading Wednesday even though its initial 
quarterly report after going public last month come in as expected.  Revenues rose 26% to 1.14 billion euros, while the 
number of users rose 45% from a year earlier to 75 million.  Investors appears disappointed at the pace at which the 
Swedish company has been able to convert its large user base into paying subscribers.  

– German pharmaceutical and chemicals company Bayer reported Wednesday weaker-than-expected revenues and 
profits in the first quarter, which it blamed on the stronger euro exchange rate. Revenues fell to 9.14 billion euros from 
9.68 billion euros in the year-earlier period, while net earnings fell 6% to 1.95 billion euros.  It also warned that full-year 
earnings would fall by low single digit percentage due to the stronger euro. 

– French insurance company Axa’s first quarter revenues fell 2.7% to 3.8 billion euros as strong domestic growth was 
offset by the strength of the euro.  Revenues in the U.S. fell 3%.  

– German sportswear maker Adidas posted better-than-expected first quarter results. Sales rose to 540 million euros from 
455 million euros in the year-earlier period, led by stronger sales in the U.S.  

– Sales at Danish drug maker Novo Nordisk, the world’s largest producer of insulin, posted better-than-expected first-
quarter results Wednesday.  Sales rose 5% to 26.9 billion Danish kroner and net profit rose 6% to 10.8 billion Danish 
kroner.  

Japan 

– Japan's Nikkei 225 Index inched down 0.16% on Friday along with other Asian markets on concern over lack of progress 
in U.S.-China trade negotiations. For the week, the index was virtually unchanged, up 0.02% at 22,4727.78, as trading 
was thinned by a series of Golden Week holidays.  

– Shares in Sony Corp. plunged as much as 6% Tuesday on the Japanese market’s return from a long holiday weekend, 
as traders reacted badly to the company’s projection of sharply lower profits in the current fiscal year.  Last week, Sony 
said that profits in fiscal 2017 that ended March 31 rose six-fold to a record 491 billion yen on a 12% jump in revenues.  
However, Sony also warned that it expected profits to fall back nearly 9% to 670 billion yen in the current fiscal year due 
to weak sales of imaging equipment and mobile phones.  

– Panasonic Corp. agreed with U.S. authorities to pay a $280 million fine to settle corruption and accounting fraud charges, 
the U.S. Department of Justice and the Securities and Exchange Commission announced Monday.  Panasonic Avionics 
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Ltd, which makes and sells in-flight entertainment and communications systems, was accused of creating a make-work 
consulting job for a U.S.-government employee at a U.S. airline for that person’s help in gaining sales at the airline.  

– Sumitomo Mitsui Financial Group and Daiwa Securities Group are close to an agreement to merge their investment 
banking units, the Nikkei Asian Review reported Tuesday.  The two groups hope the combined entity will attract more 
foreign investment. The new entity, which will have more than 20 trillion yen under management, is expected to begin 
operation in Spring 2019.  

– Trading company Itochu Corp. said Wednesday its annual net profit rose 13.7% to a record 400.3 billion yen on stronger 
retail sales and higher coal prices.  However, the firm’s stock price dropped as the results fell short of analysts’ 
expectations for a rise in profits to 430 billion yen.  

– Yamato Holding Co., Japan’s largest parcel delivery service, reported Wednesday that group profits rose in the fiscal 
year ended March 31 for the first time in three years due to the increase in fees implemented last autumn. Operating 
profits rose 2.7% to 35.7 billion yen, while net profit rose 1.0% to 18.2 billion yen.  

Asia-Pacific (ex. Japan) 

– Mainland China's Shanghai Composite Index rose 0.29% to 3,091.03 in a holiday shorted week, as investors waited for 
news on U.S.-China trade talks.  The market was closed Monday and Tuesday for the May Day holiday.  

– Hong Kong's Hang Seng index fell for the second week in a row, down 1.17% to 29,926.50, as tech shares came under 
pressure again on uncertainty over the U.S.-China trade conflict.  The market was closed Tuesday for the May Day 
holiday.  

– Taiwan's Taiex index fell 0.23% on the week to close at 10,529.37. Like other Asian markets, U.S.-China trade tensions 
weighed on investors.   

– South Korea's Kospi fell 1.24% on the week to 2,461.38, as euphoria over the historic meeting between North Korean 
leader Kim Jong Un and South Korean President Moon Jae-in wore off and concerns about global trade tensions and 
domestic corporate results took center stage.   

– The Singapore Straits Times Index fell 0.89% on the week to 3,545.38, ending a long winning streak that had made it 
one of the best performing markets in the world this year. As with other Asian markets, the U.S.-China trade conflict 
weighed on shares.    

Emerging Markets 

– Brazil's Bovespa closed at 83,118.03 on Friday, down 3.85% from the previous week. News Wednesday that the U.S. 
Federal Reserve would continue its monetary policy tightening course amid signs of rising U.S. inflation caused investors 
to worry about the real, concerns magnified Friday when neighboring Argentina was forced to raise interest rates to 40%, 
the third increase in eight days, to defend the peso against the U.S. dollar.  

– Mexican stocks fell for the third consecutive week on continued concerns about U.S. trade policies and weak industrial 
results.  The IPC index fell 2.68% on the week to close at 46,992.17.  

– India's BSE inched down 0.16% during the week to 34,915.30, the first decline in six weeks, as tech and pharmaceutical 
shares dropped due to global trade concerns.    

– Russia's RSTI index fell for the first time in three weeks, down 1.76% to 1,146.61, on worries about the economic outlook 
despite higher oil prices.  

Alternative Assets 

– Oil prices rose last week on worries about disruption of future Venezuelan and Iranian supply and data showing OPEC 
production dropped for the third week in a row. The June West Texas Intermediate (WTI) crude oil contract jumped 1.9% 
on Friday to $69.72 per barrel, the highest close since November 2014.  WTI was up 2.4% for the week. The July 
contract for international standard Brent crude rose 1.7% on Friday and 1.5% on the week to $74 .87 a barrel. 

– Gold futures prices fell last week for the third week in a row on expectations that recent data showing slowing growth in 
some regions meant that central banks would be in no hurry to raise interest rates. June gold fell 0.7% on the week to 
$1,314.70 per troy ounce.  
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Fixed Income 
US 

– The yield on benchmark 10-year Treasuries ended the week at 2.9497%, down from 2.9568% the previous week, as the 
yield fell Friday on the sharp rise in stock prices.  

– The Federal Reserve acknowledged Wednesday that inflation is running near its 2% objective, reinforcing its case for a 
gradual removal of monetary stimulus and strengthening expectations that it will raise interest rates again next month.  At 
the conclusion of its May meeting, the Federal Open Market Committee decided unanimously to keep its target range for 
the fed funds rate at 1.50% to 1.75%, as widely expected. It made several tweaks to its post-meeting policy statement, 
especially to the references on inflation. In the statement, the FOMC acknowledged that both headline and core inflation 
have "moved close to 2%" and said that inflation on a 12-month basis is "expected to run near the Committee's 
symmetric 2% objective over the medium term," fully embracing a string of recent inflation reports pointing to rising price 
levels.  Importantly, the FOMC removed the phrase that it is "monitoring inflation developments closely," which has been 
part of its policy statement since shortly after the financial crisis. Officials stated simply that "risks to the economic 
outlook appear roughly balanced." In March, the FOMC had said "near-term risks" appeared roughly balanced. 

– Nonfarm payrolls rose 164,000 in April, below the 185,000-gain expected by analysts, but February and March 
employment figures were revised up by a net 30,000.  The unemployment rate dropped 0.2 point to 3.9%, the lowest rate 
since 2000.  Average hourly earnings rose only 0.1% in April, less than the 0.2% gain expected and down from the 0.2% 
rise in March, a downward adjustment from the 0.3% gain reported previously. With the downward revision to the March 
earnings figure, April marks the third consecutive month that the annual hourly earnings rate has stood at 2.6% 
year/year, showing a stable wage trend.  

– The trade deficit fell to $48.96 billion in March from $57.7 billion in February. Exports rose 2% to a record $208 billion, 
while imports fell 1.8% to $257 billion. The key bilateral shortfall with China rose $700 million to $35.4 billion.  

– Personal income rose 0.3% in March, while nominal personal consumption expenditures (PCE) were up 0.4%, about as 
expected, data released by the Bureau of Economic Analysis Monday morning showed. The core PCE price index, the 
Fed’s preferred inflation measure, rose 0.2% during the month and 1.9% year/year, up sharply from 1.6% in February 
and the strongest pace since February. Much of the acceleration was due to a base effect, as a monthly decline in March 
2017 rolled out of the annual equation. 

– The MNI Chicago Business Barometer rose 0.2 point to 57.6 in April, snapping a three-month downward trend.  Business 
activity continued to rise at a solid pace in April, with growth in firms' operations up for the first time this year, albeit 
marginally. Three of the five Barometer components receded on the month, with only Production and Supplier Deliveries 
finding room to grow. While output levels rose in April, driving the rise in the Barometer, order book growth softened. The 
Production indicator ended a run of three consecutive falls, although it remained shy of its February level. The New 
Orders indicator, on the other hand, extended the downward momentum shown since the turn of the year, easing to a 
15-month low in April. The two indicators account for 60 percent of the headline Barometer and sit 2.2% and 10.4% 
below their respective year-ago levels. 

– Construction spending posted a surprise fall of 1.7% in March against expectations for a 0.5% gain, due mainly to a large 
2.1% decline in private construction, data released by the Commerce Department Tuesday morning showed.  The March 
decline was the first since July 2017, when it dropped 0.9%. The March decline was due in part to bad weather that 
hindered construction during the month. 

UK 

– The yield on 10-year Gilts closed the week at 1.4000%, down from 1.4450% a week earlier, as stronger stocks and 
continued weak economic data pushed down yields.      

– Bank of England data released Tuesday showed that consumer credit growth in March was the slowest since November 
2012. Net consumer credit, a measure of unsecured borrowing growth, fell to just 254 million pounds in March after 
expanding by 1.660 billion pounds in February. The decline was driven both higher repayments and weaker demand, at 
a time when surveys have shown consumer confidence is fragile. Secured lending growth was little changed in March. 
The net change in secured lending was 3.968 billion pounds, up from 3.887 billion pounds in February. Mortgage 
approvals, a reliable indicator of future secured borrowing, dipped to 62,914 in March from 63,781 in February. This was 
below the previous six-month average of 64,544 and points to some cooling in the housing market. 

– UK PMI data showed modest growth in April from a weather-disrupted March. All three sectors stood above their 
respective 50 break-even thresholds, with construction rising markedly from 47.0 in March to 52.5 in April, services up 
slightly to 52.8 from 51.7 in March and manufacturing down a point to 53.9 in April.  March PMIs had showed weather-
disruptions impacting growth, with construction hit the hardest. Both the manufacturing and services PMIs failed to 
rebound above their respective February levels in April, while the construction survey posted a marginal improvement.  
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While the services PMI notched a modest gain in April, the survey does not capture activity in the retail sector. On 
balance, this appears to support data released by the ONS last Friday which suggested a weakening in the underlying 
strength of the UK economy. 

– The Bank of England Monetary Policy Committee will leave policy on hold at next week's meeting but this will only mark 
a brief pause in tightening, the National Institute of Economic and Social Research (NIESR) said Friday. The NIESR 
forecast that the next 25 basis point hike in Bank Rate, currently at 0.5%, would come in August and that it would rise at 
the pace of one 25-point increase per quarter to stand at 2.0% by end 2020. Financial markets are no longer pricing in a 
May hike, with some analysts forecasting no increase until the first quarter of 2019 as official data have shown the UK 
economy going through a soft patch. The initial estimate of first quarter GDP came in at up just 0.1% on the quarter, 
much weaker than both NIESR and the BOE had predicted. NIESR does not expect economic growth to spring back and 
promptly make up the lost ground. It cut its 2018 UK growth forecast to 1.4% from 1.9%. The MPC will post its updated 
quarterly forecasts next Thursday. In February it forecast 2018 UK growth at 1.8% but it would be surprising if it too did 
not cut its growth forecast for this year. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds finished the week at 0.5440%, down from 0.5710% a week earlier, on weak 
Eurozone inflation and growth data.    

– An interest rate increase by the European Central Bank in mid-2019 seems plausible and could happen before the ECB 
ends reinvestments under its Asset Purchase Program, Bundesbank President Jens Weidmann said in a speech 
Wednesday. He explained that the first interest rate increase was likely to happen closer to the end of the net purchases 
compared to the normalization path taken by the US -- where the Fed hiked rates a year after ending QE -- because the 
Eurozone is at a more advanced stage of the business cycle than the U.S. was at the time. 

– Euro area real GDP moderated in the first quarter in line with market expectations, according to the preliminary flash 
estimate published by Eurostat Wednesday.  Seasonally adjusted GDP grew by 0.4% in the euro area versus the 
previous quarter, following growth of 0.7% q/q in the fourth quarter. The first quarter posted the first deceleration in euro 
area growth since the second quarter of 2016. Over the same quarter a year ago, Q1 GDP rose by 2.5%, down from 
2.8% in Q4, the first fall in year-over-year quarterly GDP growth since Q1 2016. 

– Overall economic activity in the Euro area continued to expand at a robust pace in April, though at a slightly slower pace, 
with solid growth in both the manufacturing and services sectors, according to IHS Market/CIPS PMI survey data 
released Friday. The EMU Composite Purchasing Managers' Index (PMI) fell 0.1 point from March to 55.1 in April, below 
the flash April estimate of 55.2. The headline index has signaled expansion in the each of the past 58 months, but April's 
outturn was the weakest since January 2017. Driving the month's result was a slowdown in service sector growth, easing 
to an eight-month low, offset by a slight strengthening in manufacturing activity. 

– Euro area inflation surprised to the downside in April, with core inflation falling by much more than market expectations, 
according to flash data published by Eurostat Thursday.  The preliminary estimate placed eurozone inflation at 1.2% in 
April, down from 1.3% in March and below the market consensus of a 1.3% outcome. Despite support from the food, 
alcohol and tobacco category and the energy category in April, both of which rose 2.5% y/y, Euro area inflation was 
pressured lower by weaker services prices. Services prices were up 1.0% y/y in April, slowing sharply from 1.5% in 
March.  Core inflation, which strips out the price effects from food, alcohol, tobacco and energy, also receded on the 
month, falling sharply to 0.7% y/y from 1.0% in March. 

– Eurozone retail sales inched up 0.1% in March, below the 0.5% gain expected and below the 0.3% gain in February.  
The annual rate fell to 0.8% from 1.8% in February, Eurostat reported.  

– Eurozone industrial production rose 0.1% month-on-month in March, above the flat reading posted in February.  The 
annual rate of output rose to 2.1% in March, the highest rate since December, from 1.6% in February.  

Japan 

– The yield on 10-year JGBs closed the week at 0.0450%, down from 0.0670% the previous week, as the Bank of Japan 
maintained its steady yield policy in the holiday shortened week.  

– Japan's consumer confidence index fell 0.7 point to 43.6 in April on a seasonally adjusted basis after remaining 
unchanged in March, hit by higher electricity and gas bills as well as price hikes by delivery service firms and some fast-
food chains. Households were also concerned about a continued decline in real income amid slow nominal wage growth. 
The government downgraded its assessment for the first time in two months, saying, "Consumer confidence is weaker," 
Last month it said confidence was marking time. The three-month moving average of the confidence index posted the 
third straight drop in April. "But the level of the index is still fairly high. It is not falling sharply," a Cabinet Office official 
said.  Consumers were more pessimistic about all four key aspects that affect their sentiment -- overall economic well-
being, income gains, job prospects and whether it would be a good time to buy durable goods over the next six months. 
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– The net burden on households of the scheduled consumption tax hike in Oct 2019 is expected to be about Y2.2 trillion, 
smaller than the tax hike impact of Y8.0 trillion in fiscal 2014 and Y8.5 trillion in 1997, according to the full text of the 
Bank of Japan's Outlook Report, released April 28.  The government plans to raise the consumption tax to 10% from 8% 
in October 2019. "Even though the consumption tax is scheduled to be raised by 2 percentage points, a number of 
measures to mitigate the burden, such as a reduced tax rate and an increase in welfare benefits for pensioners, and the 
provision of free education, are planned to be implanted," the report said. "As a result, the net burden on households is 
expected to be only about Y2 trillion. In addition, the fact that many mitigation measures are permanent is expected to 
increase their effects."  However, the report warned, "the impact of the consumption tax is highly uncertain, partly 
because the effects on consumer sentiment can differ substantially, depending on economic conditions at the time of the 
tax hike." 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Market News International 

The information is based on management forecasts and reflects prevailing conditions and our views as of this date, all of which are accordingly subject to 
change. In preparing this document, we have relied upon and assumed, without independent verification, the accuracy and completeness of all information 
available from public sources or which was provided to us by or on behalf of the potential investor or which was otherwise reviewed by us. No responsibility can 
be accepted for errors of fact or opinion.  
Past performance and any forecasts are not necessarily a guide to future or likely performance. You should remember that the value of investments can go 
down as well as up and is not guaranteed. Exchange rate changes may cause the value of the overseas investments to rise or fall. 
The information contained in this document is provided for information purpose only and does not constitute any solicitation and offering of investment products.  
Potential investors should be aware that such investments involve market risk and should be regarded as long-term investments. 
Derivatives carry a high degree of risk and should only be considered by sophisticated investors. 
The investments mentioned in this document may not be suitable to all investors. The information contained in this document is provided for reference only and 
does not constitute any investment advice. Investors are advised to seek independent advice before making any investment decision. Past performance is not 
indicative of future performance. Investment involves risk and investors may not get back the amount originally invested. Please read the relevant offering 
document carefully, in particular fund features and the risks involved in investing in the fund. 
Schroder Investment Management (Hong Kong) Limited is regulated by the SFC. Non-Hong Kong residents are responsible for observing all applicable laws and 
regulations of their relevant jurisdictions before proceeding to access the information contained herein. The document has not been reviewed by the SFC and 
may contain information of non-SFC authorized funds. Issued by Schroder Investment Management (Hong Kong) Limited. 


